August 1, 2000

SUPPLEMENT TO FI SCAL YEAR- END 2000 | NSTRUCTI ONS
FOR DEFENSE AGENCI ES

Abnormal Bal ances in General Ledger Reports

1. A general |edger account bal ance is abnornmal when the
reported bal ance is opposite the normal debit or credit

bal ance established in the U S. Governnent Standard Ceneral
Ledger Chart of Accounts. An abnornal bal ance represents
an abnormal financial condition and raises the question of
validity.

2. Cccasionally, abnormal bal ances are the result of a
correction or adjustnment in a prior accounting period and
require no further corrective actions. However, the DoD G
states that all abnormal balances in the trial bal ance
subm ssions nust be identified and explained in detail to

i nclude an adjustnent in a prior accounting period. The
steps involved are as foll ows.

A. ldentify all abnormal bal ances by appropriation,
CGeneral Ledger Account Code (G.AC), debit or credit
bal ance, and anmount. Renenber to include abnormal bal ances
that are offset by larger nornal bal ances. (See paragraph 3
on materiality)

B. Explain the abnornmal balance. Include, as a
m ni nrum age, reason/cause, office responsible for
correction, and estimated correction date. |f the abnornal

bal ance does not require further action, state so in the
expl anat i on.

C. Send file by E-mail attachnment to M. Keith Wl k

at keith.wel k@fas.ml|. Use Mcrosoft Wrd 95/97 or Excel
95/ 97.
3. Materiality: Ideally all abnornal bal ances shoul d be

reviewed and fully explained. However, if research is
limted by time and cost constraints, use judgenent in the
order of line itens researched. For exanple, in a
particul ar asset or liability class, research | arger
anounts before smaller anmounts. |If a quantitative neasure
is needed, the GAO, in general, considers anounts greater
than 1% of the materiality base to be material (GAQ

Fi nanci al Audit Mnual, page 230-4).



4. Use the follow ng format:

Appropri ati on:

Def ense Agency G.TB

Abnor mal

Bal ances

Accounti ng date: 0600.

Dept FY/FY BSN Limt QA Fiscal Station No

GLAC No.

Dr/ Cr

Anmpunt

Expl anati on

211100

Dr

8,123. 77

Col | ection erroneously posted
to A/P on 5/25/2000.
Correction will be conpleted
by the submtter in July 2000.
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